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CHAPTER  I 
INTRODUCTION 

A  limited  scope  performance  audit  of  state  agency  space  utilization  and 
records  management  in  the  Helena  area  was  requested  by  the  Legislative  Audit 
Committee. 

The  overall  audit  objective  was  to  examine  current  space  utilization  by 
reviewing  allocation  of  office  space  and  records  management  practices  of  Helena  area 
agencies.   Specific  objectives  of  the  audit  were  to: 

1 .  identify  changes  in  FTE  levels  and  amount  of  space  occupied  for  state 
agencies  to  determine  the  effect  on  space  utilization; 

2.  perform  detailed  measurements  of  a  selected  sample  of  agency  build- 
ing space  and  determine  current  utilization  of  space; 

3.  identify  current  records  management  policies  and  determine  their 
impact  on  space  utilization  for  the  sampled  agencies;  and, 

4.  determine  the  current  role  of  the  Department  of  Administration  in 
the  allocation/utilization  of  space  and  records  management. 

SCOPE  OF  AUDIT 

To  determine  historical  space  utilization,  we  identified  overall  changes  in 
FTE  levels  and  changes  in  amount  of  state-owned  and  leased  space  between  1981  and 
1988.  To  determine  current  utilization  of  space,  we  measured  and  reviewed  all  office 
space  for  a  representative  sample  of  state  agencies  located  in  Helena.  Agencies  were 
selected  based  on  their  size,  potential  FTE  variations,  and  lease  holdings.  Our  sample 
represented  approximately  32  percent  of  all  state-owned  and  leased  office  space  in 
the  Helena  area.   The  following  agencies  were  selected: 

1.  Department  of  Revenue 

2.  Department  of  Livestock 

3.  Department  of  Agriculture 

4.  Department  of  Commerce 

5.  Department  of  Social  and  Rehabilitation  Services 

6.  Department  of  Family  Services 

7.  Legislative  Council 

8.  Legislative  Auditor's  Office 

9.  Department  of  Natural  Resources  and  Conservation 

We  consulted  with  the  General  Services  Division  and  Architecture  and 
Engineering  Division  of  the  Department  of  Administration  to  obtain  information  on 
measurement  techniques.  We  identified  space  allocation  standards  through  various 
private  sources,  other  states  and  the  federal  government. 
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After  various  standards  and  criteria  were  identified,  we  measured  space  at 
the  sampled  agencies.  Our  measurements  included  work  station  areas,  supplemental 
areas,  special  areas,  storage  areas,  and  total  occupiable  area.  We  calculated  various 
ratios  (i.e.,  work  station  square  footage  per  person,  and  percent  of  occupiable  area 
used  for  work  area)  for  each  agency  which  were  compared  among  the  agencies,  to 
examine  trends  and  differences.  We  also  compared  the  ratios  to  space  allocation 
standards. 

FTE  levels  were  obtained  and  reviewed  to  note  any  changes  which  might 
impact  the  sampled  agency  space  needs.  The  actual  number  of  employees  were 
compared  to  the  square  footage  figures  calculated  during  our  measurement  process. 

Procedures  for  records  management  at  the  selected  agencies  were  reviewed. 
Current  procedures  for  records  retention,  storage,  and  disposal  were  compared  to  the 
Department  of  Administration  records  management  policy  and  state  statutes.  We 
evaluated  the  impact  of  agencies'  record  management  procedures  on  space  utilization 
through  a  determination  of  the  type  of  records  maintained  and  the  amount  of  records 
stored  in  work  station  space.  For  example,  outdated  records  stored  within  an  agency 
could  result  in  waste  of  potential  office  space. 

Entrance  and  exit  conferences  were  held  to  inform  departments  of  our 
procedures  and  results. 

The  audit  was  conducted  in  accordance  with  government  auditing  standards 
for  performance  audits. 

COMPLIANCE 

We  tested  compliance  with  applicable  state  laws,  rules,  and  Montana 
Operation  Manual  (MOM)  policies.  We  noted  several  instances  of  noncompliance  in 
the  area  of  records  management  which  will  be  described  later  in  this  report. 


CHAPTER  II 

SPACE  UTILIZATION 

This  chapter  provides  an  overview  of  the  criteria  and  procedures  used  for  the 
space  utilization  review.  Overall,  we  did  not  find  significant  under-utilization  of 
agency  space.   There  are  some  areas  where  improvements  could  be  made. 

HISTORICAL  UTILIZATION 

As  part  of  our  utilization  study,  we  reviewed  changes  in  agency  FTE  levels, 
amount  and  acquisition  of  state-owned  space,  and  amount  of  space  leased  from  the 
private  sector  currently  and  in  past  years.  We  used  this  historical  information  to 
identify  trends  or  differences  and  to  determine  representative  agencies  for  review. 

FTE  Levels 

FTE  levels  were  reviewed  in  conjunction  with  overall  agency  space  utilization 
needs.  We  found  FTE  levels  for  the  sampled  agencies  have  increased  by  250.85 
employees  in  the  past  five  years.  Overall  FTE  levels  for  all  agencies  have  dropped 
from  14,266.46  in  fiscal  year  1981-82  to  13,817.65  in  fiscal  year  1987-88  for  a 
3.2  percent  decrease.   The  following  chart  depicts  this  decrease  by  agency. 


COMPARISON  OF 

FTE  POSITIONS  BY  AGENCY  FOR  FISCAL  Y1ARS 

1981-82  TO  1987 

-88                      j 

Actual  FTE 

Actual   FTE 

Actual  FTE 

Budgeted  FTE 

Differences  froD           | 

Agency  Najae 

n'81-82   to 
Percent 

ri'87-88 
Actual 

ni<)8l-61 

Fi'1983-81. 

FY-1985-86 

Fil987-88 

Ug  Agencies 

133.50 

136.07 

131.50 

132.95 

-0.4\ 

-0.55 

Judiciary 

81.50 

85.00 

91.24 

91.50 

12.3% 

10 

Governor's  Office 

61.12 

58.02 

64.08 

60.40 

-1.2% 

-0.72 

Sec  of  State 

33.17 

30.00 

35.00 

27.50 

-17.1% 

-5.67 

Com  of  Pol  Practices 

5.00 

5.00 

4.75 

3.00 

-40.0% 

-2 

State  Auditor 

58.00 

59.00 

60.17 

52.50 

7.8% 

4.5 

OPI 

15'.. 35 

136.10 

134.10 

121.90 

-21.0% 

-32.45 

Vo-Iech  Centers 

21.6.16 

263.73 

251.34 

249.57 

1.4% 

3.41 

Justice 

51.2.60 

51.6.60 

622.68 

582.10 

7.3% 

39.5 

Public  Service  Reg 

1.5.00 

1.6.84 

46.00 

46.00 

2.2% 

1 

Board  of  Pub  Ed 

2.05 

2.00 

2.00 

3.00 

46.3% 

0.95 

University  System 

3350.18 

3558.17 

3474.61 

3002.51 

-10.4% 

-347.67 

School   for  D  4  B 

91..  63 

85.36 

86.82 

84.63 

-10.6% 

-10 

Mont  Arts  Council 

1..00 

I..00 

5.50 

7.97 

99.3% 

3.97 

Library  Coaaission 

25.50 

25.50 

26.60 

27.50 

7.8% 

2 

Voc-Ed  Adv  Council 

2.00 

2.00 

2.00 

2.00 

0.0% 

0 

Historical  Society 

1.6.11. 

48.57 

55.50 

47.38 

2.7% 

1.24 

Fire  Sen-ices  School 

6.00 

6.00 

6.00 

5.00 

-16.7% 

-1 

Fish, Wildlife,*  Park 

1.80.93 

511.29 

553.18 

498.16 

3.6% 

17.23 

Health  i  Env  Science 

277.15 

229.15 

240.79 

247.09 

-10.8% 

-30.06 

Highways 

1956.63 

1930.36 

2005.50 

1920.74 

-1.8% 

-35.89 

State  Lands 

256.60 

260.35 

293.25 

297.73 

16.0% 

41.13 

Livestock 

130.12 

122.61 

116.61 

126.61 

-2.7% 

-3.51 

Natural  Resources 

iU.Ul 

266.90 

273.22 

238.20 

-23.8% 

-74.27 

Revenue 

1010.00 

1013.93 

1029.88 

886.67 

-12.2% 

-123.33 

Administration 

505.87 

439.92 

419.84 

387.09 

-23.5% 

-118.78 

Agriculture 

93.00 

97.77 

92.53 

88.00 

-5.4% 

-5 

Institutions 

2191.53 

2187.95 

2274.11 

1993.25 

-9.0% 

-198.28 

Commerce 

172.26 

233.63 

278.95 

343.60 

99.5% 

171.34 

Labor  &  Industry 

81.1.70 

780.40 

798.57 

824.15 

-2.1% 

-17.55 

Miltary  Affairs 

53.31 

80.75 

91.00 

96.50 

81.0% 

45.19 

Social  &  Rehab  Sen- 

1093.99 

1043.12 

1112.20 

757.57 

-30.8% 

-336.42 

Family  Sen-ices 

554.88 

554.88 

TOTAL 

11.266.1.6 

14296.09 

14679.52 

13817.65 

-448.81 

Percent  Difference  Fr 

M  F^-81-82 

0.21% 

2.90\ 

-3.15% 

Source:  Compiled  by   the   Office   of   the   Legislative  Auditor   from 

Office   of  Budget   and  Program  Planning  report 

Illustration  #1 

We  contacted  six  agencies  which  had  significant  FTE  fluctuations.  We  found 
the  majority  of  FTE  decreases  have  occurred  in  field  or  county  locations.  For 
example,  Department  of  Revenue  has  eliminated  approximately  123  positions,  the 
majority  of  these  were  in  the  local  liquor  stores  and  county  property  assessment 
offices.  Department  of  Natural  Resource  and  Conservation  staff  reductions  have 
totaled  74  and  were  primarily  in  their  field  offices.  Therefore,  these  decreases  have 
not  directly  impacted  the  overall  amount  of  space  required  by  Helena  agencies. 


State-owned  Space 

Prior  to  1981,  the  state  owned  1,295,578  square  feet  of  building  space  in  the 
Helena  area.  This  space  included  all  state  facilities,  such  as  warehouse  and 
maintenance  areas.  Since  1981,  the  total  amount  of  state-owned  space  has  increased 


21  percent  (268,289  square  feet)  to  raise  the  total  state-owned  space  to  1,563,867 
square  feet.  This  increase  is  the  result  of  the  addition  of  several  new  state  buildings. 
These  include: 

1.  Condon  Building  (Workers'  Compensation  Division). 

2.  Lee    Metcalf    Building    (Department    of    Natural    Resources    and 
Conservation). 

3.  New  wing  of  the  Memorial  Building  (Historical  Society). 

4.  Justice  Building  (State  and  Law  Libraries,  Department  of  Justice,  and 
the  Attorney  General). 

Leased  Space 

We  reviewed  the  amount  of  space  agencies  have  leased  for  the  past  seven 
years.  The  following  chart  illustrates  the  amount  of  private  sector  space  leased  by 
state  agencies  in  the  past.   Also  shown  are  the  total  lease  payments  for  each  year. 

PRIVATE   SECTOR   LEASES    IN  HELENA 
(1981-88) 


1984 
CALENDER  YEAR 


Square  Feet 


VTA     Cost 


Source:     Compiled  by  the  Office  of  the  Legislative  Auditor  from 
Department  of  Administration  records 

Illustration  #2 
5 


We  found  the  amount  of  leased  space  in  April  1987  was  158,552  square  feet. 
This  amount  had  increased  to  180,213  square  feet  by  May  1988.  Prior  to  the  past 
fiscal  year,  leasing  of  commercial  space  had  decreased  since  1981.  The  2 1 ,66 1  square 
foot  increase  in  fiscal  year  1988  is  primarily  due  to  additional  space  leased  by 
Workers'  Compensation  Division  and  a  location  change  for  the  Department  of  Family 
Services.  Leased  space  costs  have  increased  since  early  1987  by  $142,228  to  a  total 
of  $940,601  for  1988. 

Conclusion 

Based  on  the  historical  data,  we  found  there  was  a  minimal  overall  decrease 
in  FTE  levels  and  a  significant  increase  in  state  space  (owned  and  leased)  in  the 
Helena  area.  We  identified  several  factors  which  influenced  these  changes.  For 
example,  the  addition  of  the  Justice  Building  and  the  move  by  the  Attorney  General, 
the  Law  Library,  and  the  Supreme  Court  created  additional  space  within  the  Capitol; 
however,  most  of  the  space  was  converted  into  legislative  office  space  and  committee 
meeting  rooms.  This  resulted  in  additional  state  space,  but  a  corresponding  reduction 
in  space  available  for  executive  branch  agencies  in  the  Capitol  building.  There  were 
also  new  or  expanded  state  programs  created,  such  as  the  Lottery  and  the  Video 
Gaming  Control  Bureau,  which  influenced  FTE  levels  and  space  needs.  Based  on 
these  changes  we  decided  further  agency  utilization  review  was  necessary  to  analyze 
factors  affecting  the  amount  of  available  space.  This  review  consisted  of  measuring 
space  at  a  sample  of  agencies.  We  then  compared  our  measurements  and  our 
observations  to  the  historical  data.  Along  with  this  comparison,  we  compared  our 
results  with  other  available  criteria  and  standards. 

UTILIZATION  CRITERIA 

The  research  for  space  utilization  criteria  revealed  the  most  common  theories 
focus  on  space  allocation  during  the  design  phase  of  building  construction  as  opposed 
to  utilization  of  space  in  existing  buildings.  The  allocation  models  approach  space 
requirements  from  a  slightly  different  perspective,  but  overall  the  models  establish 
a  maximum  square  footage  allowance  per  individual.  Federal  standards  for  space 
allocation  suggest  135  square  feet  of  work  station  space  per  person.  One  of  the 
standards  established  during  a  space  utilization  review  in  the  state  of  Washington 
stated  there  should  be  164  to  231  square  feet  of  assignable  space  per  person. 

The  space  allocation  models  define  different  types  of  space.  We  used  these 
definitions   to   classify  space   into   three   main   categories:      work   station   space. 


supplemental  space,  and  special  space.  Work  station  areas  include  space  required  by 
an  individual  to  perform  his/her  job.  This  space  contains  individual  desks,  file 
cabinets,  and  bookshelves.  In  addition,  areas  with  photocopiers,  central  files,  and 
computer  terminals  were  included  as  shared  work  stations.  Supplemental  space 
contains  areas  which  are  not  used  by  agency  personnel  directly  to  perform  their  jobs 
but  is  needed  for  overall  agency  operations.  This  type  of  space  includes  hallways, 
conference  rooms,  storage  areas,  and  bathrooms.  Areas  such  as  central  mail  rooms, 
rooms  dedicated  for  computers,  and  libraries  were  considered  special  space. 

CURRENT  AGENCY  UTILIZATION 

Using  the  three  space  categories,  we  separately  measured  individual  work 
stations,  shared  work  areas,  and  supplemental  space  in  each  sampled  agency.  Both 
leased  and  state-owned  space  were  measured.  Comparisons  were  made  between 
agencies  to  identify  differences  or  trends.  We  also  compared  work  station  square 
footage  to  the  actual  number  of  employees.  We  verified  this  number  through  our 
visits  and  state  budget  reports. 

The  following  chart  illustrates  our  measurements  and  comparisons  for  the 
sampled  agencies. 


;PACE  irriLIZAIION  comparisons  for  SELECTED  AGENCIES 
October  1988  -  Helena  Locations 
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Family  Services  -  Leased 

-.7 
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68.9 

6,873.5 
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47.1% 

Commerce  -  State 
Coitioerce  -  Leased 

181. 
98 

18,958.5 
12,323.0 
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28,U.5.0 
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Livestock  -  State 

33 

6,709.0 

203.3 

11,11.0.5 

337.6 

60.2% 

Agriculture  -  State 

5,927.0 

Ul.l 

11,840.5 

281.9 

50.1% 

DNRC  -  State 

185 

26,359.5 

U2.5 

66,715.0 
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63 

i.,623.5 

73.4 

7,1.38.0 
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1.2 
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iO 
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Source:         Compiled  by   the   Office   of   the   Legislative  Auditor 
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Upon  completion  of  our  measurements  and  statistical  compilations,  we 
compared  our  results  to  the  standards  established  in  the  space  allocation  models. 
Column  C,  which  shows  work  station  square  footage  per  person,  can  be  compared 
against  the  federal  standard  of  135  square  feet  of  work  station  space  per  person. 
Column  E,  which  illustrates  overall  square  footage  per  person,  can  be  compared 
against  the  Washington  state  standard  of  164  to  231  square  feet  of  assignable  space 
per  person.  The  standards  were  compared  against  agency  measurements  as  a  potential 
indicator  of  under-utilization  of  available  space.  We  also  did  on-site  evaluations  of 
space  utilization  through  observations  of  usage  and  interviews  with  agency  personnel. 

In  comparison  to  the  standards,  our  space  utilization  measurements  identified 
five  agencies  which  occupied  state-owned  or  leased  space  which  significantly  or 
consistently  exceeded  the  federal  and/or  Washington  state  standards.  They  are  the 
Departments  of  Commerce,  Livestock,  Agriculture,  Social  and  Rehabilitation 
Services,  and  Natural  Resources  and  Conservation.  Since  the  allocation  models  and 
resulting  standards  do  not  take  into  consideration  several  factors  which  may  affect 
space  utilization,  we  also  considered  each  agency's  space  utilization  based  on  our  on- 
site  evaluations  to  determine  whether  there  was  under  and/or  poor  utilization.  Within 


each  agency  that  exceeded  the  space  allocation  standards,  we  identified  varying 
factors  which  contributed  to  the  reason  for  exceeding  the  standards.  Some  of  the 
Department  of  Commerce  leased  locations  as  noted  in  column  E,  have  exceeded  the 
231  square  foot  standard  due  to  the  department  leasing  locations  which  appear  larger 
than  required  for  small  operations.  For  example,  the  Montana  Science  and  Tech- 
nology Alliance  has  304  square  feet  per  person.  Local  Government  Services  Division 
has  281  square  feet  per  person. 

The  Departments  of  Livestock  and  Agriculture  have  exceeded  both  the  fed- 
eral and  Washington  state  standards  primarily  due  to  building  structure  and  number 
of  agency  personnel.  Both  agencies  are  located  in  the  "old"  portion  of  the  Scott  Hart 
building.  The  building  has  permanent  individual  offices  which  are  large  in 
comparison  to  some  other  agency's  individual  offices,  but  which  still  limit  the 
number  of  personnel  which  can  occupy  a  single  office.  In  addition,  due  to  agency 
staff  size,  many  of  the  offices  are  occupied  by  one  person.  As  a  result,  the 
measurements  indicate  large  work  stations  and  large  amounts  of  space  per  individual; 
but,  based  on  our  observations,  only  minimal  space  could  be  gained  by  having  more 
personnel  in  each  office. 

These  same  structural  restrictions  apply  for  the  Department  of  Social  and 
Rehabilitation  Services  leased  space.  The  leased  locations  have  large  individual 
offices,  but  the  amount  of  additional  square  footage  which  could  be  added  by  sharing 
office  space  is  minimal. 

The  Department  of  Natural  Resources  and  Conservation  occupies  a  building 
which  was  designed  to  provide  open  office  space  and  reduced  energy  costs.  As  a 
result,  the  building  has  large  open  areas  which  allow  varying  utilization  through  the 
use  of  partitions  and  dividers.  Although  the  work  stations  are  fairly  uniform  in  size, 
we  did  note  a  large  number  of  shared  work  stations  which  affects  the  work  station 
square  footage  per  person  as  noted  in  column  C.  In  addition,  the  building  has  a  large 
foyer  and  hallways  which  cannot  be  utilized  as  work  areas  which  results  in  a  lower 
ratio  of  work  station  area  to  total  area  (column  F).  This  directly  affects  the 
potential  number  of  work  stations  and  people  who  could  be  put  in  the  building, 
therefore,  there  is  a  large  amount  of  space  per  person  as  reflected  in  column  E. 

Based  on  the  space  allocation  standards  and  our  on-site  evaluations  of  the 
agencies,  we  do  not  believe  there  is  significant  under  and/or  poor  utilization  of  space 
in  any  of  the  agencies  reviewed.  We  did,  however,  find  examples  of  poor  utilization 
at  some  locations.  For  example,  two  houses  owned  by  the  state  on  8th  Avenue  have 
approximately  2,025  square  feet  which  are  not  being  utilized  at  all,  and  other  state- 
owned  houses  are  not  being  fully  utilized.    The  Coordinator  of  Indian  Affairs  is 


leasing  an  entire  floor  (964  square  feet)  of  one  house  for  two  people.  Also,  the  Board 
of  Horse  Racing  and  Department  of  Social  and  Rehabilitation  Services  are  using 
minimal  space  in  another  house.  These  two  programs  utilize  approximately 
43  percent  of  the  office  space  while  the  rest  is  unoccupied.  A  part  of  the  under- 
utilization  can  be  attributed  to  building  design.  No  significant  remodeling  has  been 
done  at  these  locations;  therefore,  the  houses  are  still  designed  for  residential  use. 
This  space  could  be  utilized  more  efficiently  through  proper  remodeling  and/or 
reassignment  of  current  space.  This  might  make  it  possible  for  some  agencies 
currently  located  in  privately  leased  space  to  return  to  the  capitol  complex.  For 
example,  the  Montana  Science  and  Technology  Alliance  currently  utilizes 
approximately  1,200  square  feet  of  commercial  space.  This  function  could  be  moved 
into  one  of  the  houses  on  8th  Avenue  or  other  appropriate  state-owned  space. 

STATUTORY  RESPONSIBILITIES 

Current  statutes  give  the  Department  of  Administration  authority  to 
periodically  survey  the  needs  of  state  agencies  and  assign  space  in  state  buildings.  In 
section  2-17-101,  MCA,  the  department  is  also  authorized  to  approve  all  leases  and 
purchases  of  property.  In  addition  to  approval  authority  for  leases,  section  2-17- 
101  (3),  MCA,  requires  the  Department  of  Administration  to  consolidate  the  offices 
of  agencies  located  in  cities  other  than  Helena  whenever  such  consolidation  would 
result  in  cost  savings  to  the  state. 

In  addition  to  the  Department  of  Administration  property  management 
responsibilities,  state  statutes  provide  for  legislative  involvement  in  space  allocation 
via  the  Capitol  Building  and  Planning  Committee.  The  function  of  the  committee  is 
to  establish  and  maintain  a  master  plan  for  the  orderly  development  of  state  buildings 
in  the  immediate  area  of  the  capitol  city.  Section  5-17-102,  MCA,  states  the 
committee  shall  consult  with  and  advise  the  Department  of  Administration  concerning 
the  assignment  of  space  in  the  capitol  complex. 

CONTROLS  OVER  AGENCY  SPACE  UTILIZATION 

As  mentioned,  the  Department  of  Administration  is  responsible  for  assigning 
space  in  state  buildings  and  no  state  agency  is  to  lease,  rent,  or  purchase  property 
without  prior  approval  of  the  department.  The  statute  does  not,  however,  provide 
for  the  development  and  active  administration  of  a  property  management  function. 
Although  the  Department  of  Administration  approves  all  leases  entered  into  by  state 
agencies,  we  believe  the  approval  function  is  primarily  concerned  with  the  legal 
aspects  of  the  lease  agreement  and  the  physical  adequacy  of  the  space.   Department 
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officials  do  not  believe  they  have  either  a  specific  mandate  or  the  resources  to 
completely  control  space  allocation  and  utilization. 

Currently,  the  department  is  not  consistently  reviewing  agency  space 
utilization  for  potential  consolidations  and  subsequent  cost  savings  prior  to  allowing 
departments  to  enter  into  new  lease  contracts.  This  results  in  each  agency  essentially 
determining  its  own  space  needs.  The  lack  of  a  central  space  allocation/utilization 
function  has  contributed  to  a  lack  of  consolidation  and  wide  variations  in  the  amount 
of  leased  space  occupied  by  departments.  For  example,  Department  of  Commerce 
currently  has  a  limited  amount  of  space  which  could  be  used  to  consolidate  some  of 
their  leased  satellite  locations.  Individual  employees  at  the  Department  of  Family 
Services  occupy  an  average  of  68.9  square  feet  of  work  station  space,  while  employees 
at  the  Board  of  Investments  occupy  102.9  square  feet.  The  potential  for  space 
consolidation  and  the  actual  amount  of  space  needed  by  an  agency  should  be 
evaluated  and  reviewed  prior  to  occupancy  and  on  a  scheduled  basis  thereafter. 

CONCLUSION 

The  purpose  of  this  audit  was  to  review  space  utilization  by  agencies  in 
relation  to  current  office  space  leasing  practices.  Although  we  found  variations  in 
space  utilization  in  each  of  the  nine  agencies  visited,  we  found  no  evidence  of 
excessive  inefficient  use  of  space.  We  did,  however,  find  isolated  instances  where 
office  space  could  be  better  or  differently  utilized.  In  addition,  we  found  no  central 
authority  with  a  proactive  program  to  control  the  use  of  state-owned  and  leased 
space.  Despite  owning  over  1.5  million  square  feet  of  building  space  and  leasing 
another  180,213  square  feet,  there  is  no  single  government  entity  actively  reviewing 
and  evaluating  current  space  utilization  and  determining  when  or  if  state  agencies 
need  additional  or  alternative  space. 

Currently,  the  statutes  give  the  Department  of  Administration  (section  2-17- 
101,  MCA)  specific  and  implied  authority  over  space  allocation.  In  addition,  a  new 
Montana  Operations  Manual  management  memorandum  issued  by  the  Department  of 
Administration  effective  September  1,  1988,  regarding  space  allocation  provides 
general  guidelines  for  agencies  wishing  to  obtain  leased  space.  However,  neither  the 
statutes  nor  the  new  management  memorandum  provide  enough  detail  or  any 
enforcement  authority  to  give  the  department  a  clear  mandate  regarding  our  noted 
concerns.  We  believe  the  department  should  have  the  same  statutory  authority  in 
Helena  as  is  given  them  for  lease  holdings  outside  of  Helena.  As  noted,  existing 
statutes  require  the  department  to  consolidate  the  offices  of  agencies  located  in  other 
cities  whenever  such  consolidation  would  result  in  cost  savings  to  the  state.    To 


11 


provide  for  development  and  active  administration  of  a  property  management 
function,  we  believe  the  Legislature  should  direct  the  Department  of  Administration 
to  take  a  more  active  management  role  in  the  allocation  and  utilization  of  space  by 
clarifying  the  existing  statutes. 

RECOMMENDATION  #1 

WE  RECOMMEND  THE  LEGISLATURE  REVISE  THE  PROPERTY  MAN- 
AGEMENT STATUTES  CONCERNING  THE  DEPARTMENT  OF  ADMIN- 
ISTRATION'S RESPONSIBILITIES  IN  ORDER  TO  ESTABLISH  AN 
ACTIVE  SPACE  ALLOCATION/UTILIZATION  FUNCTION. 
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CHAPTER  III 

ISSUE  FOR  FURTHER  STUDY-RECORDS  MANAGEMENT 

As  part  of  our  review  of  space  utilization  we  determined  agencies'  procedures 
for  managing  their  records.  We  relied  on  existing  Montana  statutes  and  the  Montana 
Operations  Manual  to  help  define  adequate  records  management.  Sections  2-6-201 
through  2-6-213,  MCA,  provide  the  basis  for  a  records  management  program  for 
agencies.  The  following  sections  outline  specific  concerns  and  examples  of  statutory 
noncompliance  whose  potential  effect  could  not  be  fully  reviewed  under  our  planned 
audit  scope.  Further  audit  work  in  the  area  of  agency  records  management  may  be 
beneficial. 

STATUTORY  RESPONSIBILITIES 

In  1977  the  legislature  enacted  the  "Public  Records  Management  Act."  The 
purpose  of  the  act  was  to  create  an  effective  records  management  program  for 
executive  branch  agencies.  By  law,  (section  2-6-203,  MCA)  the  Department  of 
Administration  is  to  establish  guidelines  for  inventorying,  retaining,  and  transferring 
all  public  records  of  state  agencies.  Also  by  law,  (sections  2-15-1013  and  2-6-204, 
MCA)  a  committee  was  created  known  as  the  State  Records  Committee  which  is 
composed  of  representatives  from  the  Department  of  Administration,  the  Legislative 
Auditor's  Office,  the  Attorney  General's  Office,  and  the  Montana  Historical  Society. 
The  committee  is  charged  with  approving  or  disapproving  agency  recommendations 
on  retention  schedules  of  all  public  records  and  approving  agency  requests  to  dispose 
of  such  records.  Each  agency  is  to  analyze  their  records  and  recommend  to  the 
Department  of  Administration  and  State  Records  Committee,  minimal  retention 
periods  for  all  public  records  within  the  agency.  The  specific  steps  for  implementing 
a  records  management  program  are  outlined  in  the  Montana  Operations  Manual. 

AGENCY  RECORDS  MANAGEMENT 

Our  intent  was  to  determine  if  the  agencies'  procedures  for  records 
management  adversely  affected  the  utilization  of  space.  This  would  occur  when 
records  take  up  an  inordinate  amount  of  space  which  could  be  used  for  work  stations. 

Our  procedures  for  reviewing  agency  records  management  involved  asking 
applicable  personnel  about  usage,  storage,  and  disposal  of  records  which  were 
contained  in  "banks"  of  file  cabinets  throughout  the  agency  being  reviewed.  A  bank 
of  file  cabinets  was  defined  as  four  or  more  grouped  cabinets.  We  also  reviewed 
agency  storage  and  disposal  of  documents.  Additionally,  we  reviewed  documentation 
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kept  by  the  Records  Management  Section  of  the  Department  of  Administration  and 
discussed  the  records  management  issues  we  noted. 

Our  audit  work  indicates  the  office  space  of  the  sampled  agencies  is  not 
adversely  affected  by  their  records  management  practices,  although  some 
improvements  could  be  made.  We  also  found  that  none  of  the  sampled  executive 
branch  agencies  have  a  department-wide  policy  on  records  management.  As  a  result, 
few  divisions,  bureaus,  sections,  etc.  have  completed  a  records  inventory,  established 
an  approved  records  retention  schedule  for  specific/unique  records,  or  developed 
consistent  storage  and  subsequent  records  disposal  procedures.  Records  management 
is  the  systematic  control  of  records  from  the  time  they  are  created  until  they  are 
either  destroyed  or  permanently  retained  in  an  archives.  Records  are  managed  to 
meet  the  needs  of  government  and  to  protect  the  rights  of  citizens  to  have  access  to 
the  information.  Information  has  a  useful  life  span,  and  records  should  be  retained 
as  long  as  the  information  they  contain  has  legal,  fiscal,  administrative,  or  historical 
value.  Records  should  be  disposed  of  when  their  information  is  no  longer  needed, 
current,  or  of  historical  value.  As  noted  in  the  Montana  Operations  Manual,  "when 
created,  maintained  and  disposed  of  in  a  systematic  and  orderly  fashion,  records  are 
a  tremendous  asset.  However,  when  records  are  created,  maintained  and  disposed  of 
in  a  haphazard  and  disorderly  manner,  they  reduce  the  effectiveness  of  an 
organization  and  increase  its  costs  substantially." 

According  to  the  Montana  Operations  Manual,  proper  records  management 
involves  three  basic  steps:  inventory,  appraisal  and  scheduling.  For  agencies  to  store 
or  destroy  records  without  completion  of  an  inventory  or  appraisal  is  inconsistent 
with  records  management  objectives  intended  in  the  statutes  and  outlined  in  the 
Montana  Operations  Manual.  The  requirement  for  retention  schedules  indicates  a 
schedule  must  be  developed  for  all  records  not  identified  on  the  general  records 
retention  schedules  specified  in  the  MOMs. 

Although  some  agencies  have  partial  retention  schedules,  other  agencies  have 
not  submitted  any.  Despite  statutory  and  policy  directives,  agencies  are  storing 
records  and  submitting  disposal  requests  even  though  they  have  not  completed 
inventories  or  retention  schedules.  In  fiscal  year  1986-87,  105  disposal  requests  were 
approved  and  in  fiscal  year  1987-88,  130  were  approved.  In  addition,  interviews 
with  agency  personnel  revealed  records  are  not  stored  in  a  controlled  environment. 
Agencies  store  records  in  basements,  the  old  liquor  warehouse,  the  new  liquor 
warehouse,  the  Records  Management  Center,  and  in  commercial  storage  facilities. 

During  our  review  of  agency  retention  and  storage  procedures,  we  noted  few 
agencies  consider  or  utilize  alternative  records  storage  procedures  such  as  records 
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compression  or  alternative  on-site  file  storage.  Records  compression  includes 
techniques  such  as  microfilming  or  microf iching  of  records.  According  to  the  records 
management  policy  and  procedures  manual,  microfilming  can  save  up  to  98  percent 
of  the  space  that  hard-copy  documents  occupy.  For  example,  the  contents  of  a 
standard  file  cabinet  drawer  can  be  reproduced  on  a  single  100  foot  roll  of  film,  with 
the  average  roll  containing  2,000  to  2,400  letter-size  documents.  Interviews  with 
agency  personnel  indicated  while  some  agencies  partially  utilize  records  compression 
techniques,  none  of  the  sampled  agencies  have  done  any  extensive  consideration  of 
the  potential  merits  versus  costs.  Personnel  from  the  Records  Management  Section 
can  help  agencies  determine  the  feasibility  of  records  compression.  Alternative  file 
storage  techniques  could  involve  the  use  of  moveable  storage  units  which  result  in 
more  use  of  vertical  space  rather  than  floor  space. 

RECORDS  MANAGEMENT  CONCLUSION 

Based  on  our  findings  and  observations,  it  does  not  appear  agencies'  records 
management  practices  are  adversely  affecting  the  current  utilization  of  office  space. 
However,  there  is  noncompliance  with  existing  statutes  and  policy,  lack  of  consistent 
records  management  procedures,  and  potential  inefficiencies  due  to  improper  or 
excessive  storage  procedures.  Additionally,  based  on  our  observations,  agencies  are 
not  adequately  considering  the  potential  of  records  compression  and/or  alternative 
on-site  records  storage  techniques  which  might  improve  the  utilization  of  space 
through  reductions  in  the  necessary  amount  of  file  space. 

While  the  issue  of  funding  for  records  compression  and  alternative  storage 
techniques  may  be  a  factor  in  why  agencies  maintain  large  amounts  of  records,  there 
is  no  on-going  review  of  current  or  alternative  records  management  procedures  to 
determine  this.  Department  of  Administration  officials  believe  agencies  do  not  have 
any  particular  incentive  to  insure  active  or  proper  records  management  for  two 
reasons: 

1.  There  is  not  a  significant  difference  in  the  costs  of  state-owned  office 
space  ($3.08  per  square  foot)  versus  state-owned  warehouse  space 
($2.22  per  square  foot).  As  a  result,  agencies  can  retain  records  in 
space  designated  and  paid  for  as  office  space. 

2.  Many  agencies  have  their  own  storage  areas  and/or  the  funding 
capability  to  store  records  off-site.  Therefore,  records  disposal  is  not 
critical  to  them  in  terms  of  having  adequate  operational  space 
available. 
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As  a  result,  despite  legislative  intent  and  detailed  policy  concerning  records 
management,  state  agencies  are  not  complying  with  records  management  directives. 
Further  work  in  this  area,  would  develop  the  effect  of  this  noncompliance  and  could 
analyze  the  cost/benefit  of  improving  current  practices. 
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AGENCY  RESPONSE 


DEPARTMENT  OF  ADMINISTRATION 

DIRECTOR'S  OFFICE 


TED  SCHWINDEN,  GOVERNOR 


STATE  OF  MONTANA' 


(406)  444  2032 


December  20,  1988 


MITCHELL  BUILDING 


HELENA,  MONTANA  59620 

RECEfV*^ 


Jim  Pellegrini 

Deputy  Legislative  Auditor 

Office  of  the  Legislative  Auditor 

Room  135,  State  Capitol 

Helena,  MT    59620 

Dear  Jim: 

We  appreciate  the  opportunity  to  respond  to  the  "Space 
Utilization  and  Records  Management"  audit  recommendation. 

RECOMMENDATION  1 

WE  RECOMMEND  THE  LEGISLATURE  REVISE  THE  PROPERTY  MANAGEMENT 
STATUTES  CONCERNING  THE  DEPARTMENT  OF  ADMINISTRATION'S 
RESPONSIBILITIES  IN  ORDER  TO  ESTABLISH  AN  ACTIVE  SPACE 
ALLOCATION/UTILIZATION  FUNCTION. 

RESPONSE 

Your  work  shows  that  state  office  space  is  being  used 
efficiently.  While  our  space  management  function  has  been  rather 
informal,  it  has  been  effective.  We  agree  that  a  more  formal, 
active  program  would  produce  even  better  results.  Of  course, 
adding  any  function  requires  resources.  New  resources  will  be 
needed  or  the  Legislature  will  need  to  revise  current 
responsibilities  if  they  wish  to  add  this  function.  We  look 
forward  to  cooperating  with  your  staff  in  revising  the  state's 
property  management  statutes. 

Sincerely, 


M^^^^^ 


Ellen  Feaver 
Director 
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